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Highlights 1981 1980 
Financial Results 


Passenger revenue $ 160,841 $ 136,704 

Total revenue $ 560,661 $ 467,951" 

Net income $ 1,174 $¢$ 745 
Capital Expenditures (net) $ 109,447 $ 90,238 
Volume 

Total passengers carried 8,009 7,086 

Total passenger miles 1,936,226 179237509 

Car miles operated 100,231 101,994 
Average Number of Employees 4,135 4,200 

*Restated 
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Chairman’s Message 


The year just ended represents an impor- 
tant turning point in the evolution of VIA. 
A number of decisions were made and 
constructive actions taken which now 
provide the Corporation with a realistic 
base for future operations. 

In particular, VIA welcomes the 
renewed commitment of the Federal 
Government to improving passenger rail 
service in this country. As a result of the 
Minister of Transport’s announcement of 
July, 1981, VIA is assured of the funds 
necessary to improve service on the major 
routes in Canada and increase produc- 
tivity. The Minister specifically announced 
the allocation of $1.1 billion in operating 
payments to VIA for the three-year period 
ending March 31, 1984, a doubling of 
VIA‘s annual capital budget during the 
same period, plans to purchase additional 
LRC trains and plans to provide more 
modern and efficient equipment in gen- 
eral. These commitments, coupled with 
the expected introduction of VIA legisla- 
tion in the near future, should provide the 
Corporation with the mandate and capa- 
bility to achieve its objectives. 

Many of VIA’s other accomplish- 
ments in 1981 reflect its commit- 
ment to the future. The Corporation took 


VIA Rail Canada Inc. 


delivery of the first of its new LRC trains 
and put them into trial service. Plans were 
formulated to purchase additional LRC 
trains to be deployed in various parts of 
Canada. 

The Corporation extended its VIA | 
first class service to all Rapido trains in the 
Quebec-Windsor corridor. Wide accept- 
ance of this service resulted in a 20% in- 
crease in VIAI traffic over 1980 and an 
impressive gain in business travel handled 
by VIA. 

A concern for customer comfort 
lay behind VIA’s decision to confirm the 
use of Service Managers on its Western 
Transcontinental trains. A similar concern 
provided the impetus for capital expendi- 
tures which will facilitate travel by the 
handicapped. 

During 1981, VIA continued its com- 
mitment to the concept of intermodality. 
An important step was taken when VIA 
reached agreement in principle with the 
Government of Saskatchewan to convert 
the Regina Station into a multi-modal 
transportation centre. 

In spite of difficult economic condi- 
tions, passenger revenue increased 18% 
over 1980 to arecord $160.8 million. 
The passenger revenue increase reflects 
the combined effect of basic rate in- 
creases and an increase in passengers 
carried of approximately 6% over the 
1980 level. 

Revenue gains were partly offset by 
the ever-increasing costs of operations. 
The increases in rail charges levied by the 
railways over the years are becoming 
critical. These rail charges are computed 
in accordance with a Canadian Transport 
Commission costing regulation and are 


assessed after the fact. The contracts 
with CN and CP account for more than 
two-thirds of VIA’s expenses and since 
these contracts are variable, there is no 
incentive for CN or CP to increase produc- 
tivity. To correct this situation, which 
could jeopardize VIA’s future, it is 
imperative that fixed price contracts be 
implemented. 

Close scrutiny of existing train ser- 
vices resulted in adjustments to the VIA rail 
network, effective November 15, 1981. It 
is anticipated that these adjustments will 
be more than offset by mid- and long-term 
benefits to the majority of the travelling 
public. Despite the service changes, VIA 
recorded a net income for the year of 
$1.174 million. Total revenue of $560.7 
million included $399.8 in contract 
revenue received from the Government of 
Canada for providing railway passenger 
service in Canada. 

During 1981, VIA undertook substan- 
tial capital expenditures amounting to 
$109.4 million. The capital investments 


; 


VIA Rail Canada Inc. 


covered the purchase of LRC trains, refur- 
bishing old equipment, development of 
management information systems and 
special studies. The Government has 
committed additional funds for future 
years to revitalize VIA’s equipment and 
facilities with a view to better serving the. 
travelling public and reducing operating 
costs. 

Major changes to the Board of Direc- 
tors occurred during the year. Messrs. On behalf of the Board 
Michael J. Brogan, Bernard Clayman, of Directors 
Henry Ewasechko, Robert Matteau, 

Clarence Surette and John Wiebe were 

named Directors, while Messrs. Paul T. 

Beauchemin, Stanley D. Cameron, John \ 
Hardenne and Stanley A. Little retired 


from the Board. The contribution of the J.F. Roberts 
retiring Board members to VIA’s early Chairman, President and Chief 
development is greatly appreciated. Executive Officer 


The Board would also like to thank 
Messrs. Angus R. Campbell and Victor 
Croft on the occasion of their retirement 
for their dedication as officers of the Cor- 
poration. The Directors express a sincere 
welcome to Messrs. Raymond Borden 
and John A. Hanna who succeed them in 
their respective positions. 

On behalf of the Board of Directors, 
| would like to thank all of our customers 
and employees for the part they have 
played in helping VIA become established 
as part of the national public transporta- 
tion system. 
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1981-A Year to Build On 
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Train Network Adjustments 
In July 1981, the Federal Government an- 
nounced plans for reshaping Canada’s 
passenger train services to meet the 
needs of the coming decade. These 
changes were intended to permit VIA to 
accelerate service improvements needed 
to tap the potential of major urban corridor 
routes in Canada. In line with the overall 
policy of fiscal restraint which requires 
that VIA operate within a fixed financial 
envelope, it was felt that action must be 
taken now to provide funds for new 
equipment and other improvements 
which VIA needs to guarantee its future as 
a viable national public transportation 
system. 

The positive elements of the an- 
nouncement were: 

e the allocation of $1.1 billion in 
operating payments to VIA for the 
three-year period April 1, 1981, to 
March 31, 1984; 

e a doubling of VIA’s capital budget 
by 1983-84, from $90 million in 


1981-82, to $182 million in 
1983-84, for a three-year total of 
$446 million; 

e plans to purchase up to 10 addi- 
tional, new LRC train sets to supple- 
ment those already ordered. It is 
planned that these additional LRC’s 
will serve routes in the Maritimes and 
Western Canada as well as the 
Quebec-Windsor corridor; 

e plans for rail diesel car moderniza- 
tion, more efficient rolling stock for 
transcontinental services, additions 
to the locomotive fleet and improve- 
ments for travel by handicapped 
persons. 

VIA‘s reorientation has not come about 
without sacrifices in the present level of 
service. Effective November 15, 1981 
passenger service was terminated on one 
transcontinental route and on some other 
routes characterized by low passenger 
use, low revenue/cost ratios, low market 
potential or high energy consumption per 
passenger carried. In addition, some ser- 
vices in the Toronto and Montreal areas 
which cater essentially to commuters will 
be withdrawn. In the short-term, the ser- 
vice changes precipitated a negative 
public reaction. In turn, this placed intense 
pressure upon VIA’s employees who 
simultaneously had to respond to public 
reaction and cope with uncertainties in 
their own Careers. 

From an organizational standpoint, 
the service reductions presented the 
Corporation with its biggest challenge in 
1981. The Human Resources Department 
was Called upon to ensure that adverse ef- 
fects on employees and the organization 


would be minimized. Special agreements, 
which were previously negotiated in 
1978, provided employees who were 
adversely affected by the service reduc- 
tions, with benefits and employment 
alternatives such as additional early retire- 
ment benefits, training opportunities and 
relocation provisions. In spite of the 
reduction of nearly 400 positions, the 
number of employees who were ultimate- 
ly laid off was limited to approximately 
270 because of early retirements, retrain- 
ing, relocation and the movement of 
employees between jobs. Many of the 
employees who were affected by the serv- 
ice reductions were eligible for separa- 
tion benefits under the special 
agreements. 


The loss of personnel resulting from 
the service cuts seriously affected the 
Company’s ability to serve the public on 
board some of its trains in both official 
languages. This unfortunately offset, to a 
large extent, the efforts made throughout 
the Corporation to implement the use of 
both official languages. 

During 1981, a number of significant 
additions to the level of train service help- 
ed offset the impact of the November train 
service cuts. 

e On June 1, 1981, VIA introduced new 
trains between Montreal-Quebec, 
Montreal-Ottawa, Montreal-Toronto 
and Toronto-Ottawa. These services 
were billed as ‘‘the first expansion 
of passenger services by VIA”’ and 
received considerable media 
coverage. 
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e¢ In April 1981, the new VIA/Amtrak 
Maple Leaf service between Toronto 
and New York via Niagara Falls was 
introduced, the first through Toronto- 
New York train service since 1971. 

© On October 25, two additional ser- 
vices from Toronto were added to 
VIA’s Southwestern Ontario pattern, 
one to Windsor and one to London. 

e New daytime intercity services were 
introduced between Winnipeg, 
Regina and Saskatoon, between 
Saskatoon and Edmonton and be- 
tween Fredericton and Saint John . 

e Tri-weekly service between Prince 
Rupert and Jasper was extended to 
Edmonton. 

e The Halifax-Yarmouth experimental 
service was judged to be a success 
and is now being offered as a perma- 
nent service to the public. 

It is anticipated that the loss of patronage 
resulting from the November 15 adjust- 
ments will be quickly recovered by these 
and other service adjustments and effi- 
ciency improvements throughout the 
system. 


Improved On-Board Services 
VIA 1 first class service, which began in 
1980, was extended to all Rapido trains 
in the Quebec-Windsor corridor in 1981. 
The VIA 1 program, which offers upgrad- 
ed on-board services and special early 
boarding and ticketing privileges, has 
been very successful in capturing a greater 
share of the business travel market. As 
the cost of air and automobile travel in- 
creases, it is likely that corporate attitudes 
towards expense account travel will serve 
to promote the service to an even greater 
extent. 

In June, 1981, Service Managers 
became permanent on Western Transcon- 
tinental trains. The Service Manager is the 
senior VIA employee on board a train and 
represents an easily identifiable figure 
responsible for customer comfort and the 
co-ordination of all activities of on-board 
service staff. The personal dedication of 


the individuals selected and trained for 
this position has been a contributing fac- 
tor to increased passenger satisfaction 
and improved employee performance. VIA 
sees a continued and potentially expand- 
ed role for this function. 

During 1981, the International Year 
of the Disabled, VIA continued its efforts 
to serve the handicapped segment of the 
population. Tenders were awarded early 
in 1981 for the design of automatic lifting 
devices as well as wheelchair tie-downs 
to be introduced in new VIA trains. In 
recognition of VIA’s efforts, the National 
Design Council presented VIA with an 
award which symbolized the Company’s 
concern for the handicapped in society. 


More Efficient Reservations 

and Ticketing 
VIA‘s ability to respond to ticketing and 
reservation needs improved dramatically 
in 1981 as refinements were made to 
the RESERVIA computerized system and 
employees became more proficient at 
operating the system. This sophisticated 
reservation and ticketing system, first in- 
troduced in 1980, is operated through 
VIA‘s four central reservation offices 
located in Moncton, Montreal, Toronto 
and Winnipeg. At present, RESERVIA pro- 
vides information on schedules, fares and 
seat availability to customers in either of- 
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ficial language, nation-wide. VIA handled 
over 7.6 million telephone calls during 
1981 through its reservation system. 
Further applications of RESERVIA are 
being explored on an ongoing basis. 

In accordance with the new 
VIA-Amtrak agreement, a number of posi- 
tions were established in the central reser- 
vation offices to better serve those who 
wish to travel to the United States. 

As a further manifestation of its 
customer-orientation, VIA opened two 
new sales offices during 1981. These of- 
fices, located in Quebec and Ottawa, are 
both situated in convenient downtown 
locations. 


Billets Tickets 


The Delivery of the LRC 
During 1981, VIA took delivery of the first 
of its new LRC trains from Bombardier. 
This equipment was operated in limited 
revenue service during the last quarter of 
the year on the Montreal-Toronto route, 

a high density, competitive market where 
the equipment will be most effective. 

During the trial service, public reaction 
to the LRC was very positive, particularly 
in the area of ride quality, however some 
minor defects were found as is normally 
expected in the introduction phase of new 
equipment. Modifications have subse- 
guently been carried out which will allow 
the LRC to be put into full revenue service 
in 1982. 

The LRC was promoted through an 
extensive program, starting with the offi- 
cial acceptance ceremony at Windsor 
Station in Montreal, on July 7. This was 
complemented by VIP runs in Toronto and 
Montreal in September and standing dis- 
plays at numerous locations throughout 
the system. Well over 100,000 people 
visited the exhibit. 
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Tickets 


Station Improvements which 

Promote Intermodiality 
Again in 1981, VIA’s accomplishments 
reflect its commitment to the integration 
of all forms of public transportation in an 
effort to maximize efficiency and promote 
cost-effectiveness in serving the traveller. 

During the year, a general upgrading 
of many stations was undertaken across 
the system. Major renovations were con- 
ducted in Toronto and Windsor, involving 
both the passenger and office areas of the 
respective stations. This will not only im- 
prove VIA‘s public image but will provide 
VIA’s out-front employees with signifi- 
cantly better working conditions. 

The Regina station was the subject 
of intense negotiations with the Urban 
Affairs Department of the Government of 
Saskatchewan in October, 1981. It is 
gratifying to report that an agreement in 
principle was reached on December 30, 
1981. It is anticipated that conversion of 
this facility into a transportation centre 
will be underway by mid-1982. 

In addition to the station improve- 
ments which were realized in 1981, the 
concept of intermodality lies behind many 
other plans relating to stations which 
progressed during 1981. Planning of an 
intermodal station in downtown Quebec 
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continued during the year. VIA, in part- 
nership with the Ville de Sainte-Foy, is 
formulating plans to build a terminal at 
Ancienne-Lorette to serve Sainte-Foy. 
VIA, Voyageur and the City of Trois- 
Riviéres will be partners in a new inter- 
modal station in Trois-Riviéres, expected 
to open in 1982. A new intermodal sta- 
tion will be introduced in Lévis in 1982 
and will connect with the ferry which links 


Lévis to downtown Quebec and the local — 


bus service. 

A number of additional studies were 
undertaken during the year to examine the 
feasibility of intermodal stations in other 
locations across Canada. 
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Management Review 
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Financial Statements 


Balance Sheet 
as at December 31 


(in thousands of dollars) \ 


Current Assets 1981 1980 | 
Cash $ 1 931 $ 146 
Short-term securities 54 958 S | 
Accounts receivable 8 713 21627 . 
Due from the Government of Canada 13 982 16 414 
Progress payment _ 25 000 . 
Materials and supplies, at cost 1278 1189 
80 862 45 376 
Long-term Assets 
Property and equipment (Note 3) 278 891 191 684 
Deferred charges 13 351 ike tes 
292 242 203817 


$ 373 104 S pals} (57/8: 
Current Liabilities 


Bank indebtedness $ so = SI Choy! 
Accounts payable and accrued liabilities 69 576 31 483 
Advance ticket sales 2 439 2 879 
Current portion of long-term debt 8 700 8 670 
80 715 58 384 

Long-term Liabilities 
Long-term debt (Note 4) 10 984 1ORDOS 
Deferred income taxes 2 142 1161 
13 126 20 670 

Shareholder’s Equity 

Share capital 

Issued 93,000 common shares 9 300 9 300 
Contributed surplus (Note 5) 267 520 158 950 
Retained earnings 2 443 15269 
279 263 169 519 


$ 373 104 $ 248 573 
Signed on behalf of the Board 


OWE ON Act Deaf 


Director and Chairman of the Director and Chairman of the 
Audit Committee Finance Committee 
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Statement of Income 
and Retained Earnings 


year ended 
December 31 


Revenue 
Passenger 
Contract (Note 1(a)) 


Expenses 

Employee compensation and benefits 
Generai and administrative 

Railway operating (Note 1(b)) 
Depreciation and amortization 

Loss on retirement of assets (Note 6) 


Operating Income 
Net Financial Income (Charges) 
Interest income 
Interest expenses on 
long-term debt 


Income before Income Taxes 
Deferred income taxes 

Net Income 

Retained Earnings 

Balance at beginning of year 
Balance at end of year 
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$ 


(in thousands of dollars) 


1981 
160 841 
399 820 
560 661 


103 103 
38 334 
397 217 
13 925 
6 622 
559 201 
1460 


3114 


(2 419) 
695 

2 155 
981 

1174 


1 269 
2 443 


$ 


$ 


1980 
136 704 
331 247 
467 951 


88 122 
PAs) UA Gy) 
SSIRtb7, 
8 104 


463 652 
4 299 


420 


(3 296) 
(2 876) 
1 423 
678 
745 


524 
i269 


VIA Rail Canada Inc. 


Statement of Changes 
in Financial Position 


year ended 
December 31 


(in thousands of dollars) 


Source of Funds 1981 1980 
Operations 
Net income for the year $ 1174 $ 745 
Items not affecting current funds 
Depreciation and amortization 13 925 8 104 
Deferred income taxes 981 678 
Loss on retirement of assets 6 622 = 
Funds provided from operations 22 702 9 527 
Capital advances from the Government 
of Canada 108 570 94 563 
131 272 104 090 


Application of Funds 


Repayment of long-term debt 8 670 8 670 
Acquisition of property and 
equipment 105 618 88 185 
Deferred charges 3 829 21053 
118 117 98 908 
Increase in working capital 13 155 Se Rep 
Working capital (deficiency) at 
beginning of year (13 008) (18 190) 
Working capital (deficiency) at 
end of year $ 147 $ (13 008) | 
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Notes to 
Financial Statements 


year ended 
December 31, 1981 


. Operating Agreements 

a Railway Passenger Service Contract- The Corpora- 
tion has entered into an agreement with the Govern- 
ment of Canada whereby the Corporation is to provide 
services, aCtivities and undertakings relating to the 
provision, management and operation of railway 
passenger service in Canada. 

The agreement also provides that the Minister of 
Transport and the Corporation shall enter into Subsid- 
iary Service Request Agreements with respect to speci- 
fied intercity rail passenger services. 

b Canadian National Railway Company and Canadian 
Pacific Limited- The Corporation has entered into 
operating agreements with the railways for the use of 
tracks, facilities, train personnel and rolling stock ser- 
vicing. Agreements have also been entered into for the 
refurbishing of passenger cars and locomotives. 

. Summary of Significant Accounting Policies 

a Revenue Recognition -Passenger revenue is recog- 
nized when earned. Contract revenue is recognized 
when realized and when it is capable of being estimated. 
b Adjustment of Operating and Refurbishing Costs - 
Charges from the contracting railways in respect to the 
operating and refurbishing agreements are recorded on 
an incurred and estimated basis. 

The charges are subject to adjustment by the Cana- 
dian Transport Commission following a review of the 


actual costs incurred each year by the parties concerned. 


c Property and Equipment-Property and equipment 
includes the capitalization of the initial costs of refur- 
bishing and rebuilding of rolling stock and locomotives 
not previously owned and which is designed to im- 
prove the standards required and to extend the useful 
lives of the assets concerned. 
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The costs of assets retired or disposed of, less sal- 
vage, is charged to accumulated depreciation in accord- 
ance with the group method of depreciation unless a 
significant block of assets is retired or disposed of 
which then requires adjustment to current year’s 
Operations. 

d Depreciation-Depreciation of passenger cars and 
locomotives is calculated on a straight-line basis in ac- 
cordance with the group method at rates designed to 
write them off over their estimated useful lives. 

Office furniture and equipment is depreciated on a 
straight-line basis over a ten-year period. 

Leasehold and infrastructure improvements are am- 
ortized over the terms of the leases or with reference 
to the estimated useful life, as appropriate. 

No depreciation is provided for projects in progress. 
e Capitalized Interest on Progress Payments for Pur- 
chase of Equipment-\|nterest on advances for the pur- 
chase of equipment is capitalized at rates reflecting the 
cost of capital funds. 

f Deferred Charges -Deferred charges primarily con- 
sist of the costs incurred for the development of an 
automated reservation and ticketing system which 
are amortized over a period of seven years. 

g /ncome Taxes-The tax allocation basis of account- 
ing for income taxes is followed whereby tax provi- 
sions are based on accounting income and taxes 
relating to timing differences between accounting and 
taxable income are deferred. 
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(in thousands of dollars) 


3. Property and Equipment 1981 1980 
Passenger cars and 
locomotives $187 158 $ 143 968 
Stations 4176 1330 
Office furniture and 
equipment 2 255 1 908 
Leasehold and infrastructure 
improvements 11 934 8 926 
2051523) 71567 132 
Accumulated depreciation 
and amortization 24 854 (he) Si 
180 669 140 820 
Progress payments for 
purchase of equipment 98 222 50 864 


$ 278 891 $ 191 684 


Property and Equipment is depreciated as follows: 


Passenger cars and locomotives 1-17 years 
Stations 5 years 
Office furniture and equipment 10 years 
Leasehold and infrastructure 

improvements 10-38 years 


4.Long-term Debt 
The long-term debt consists of the balance of purchase 
price due to Canadian National Railway Company for 
equipment acquired, with interest at 10%, repayable 
in monthly instalments of $725 OOO to and including 
April 1, 1984. Title to the equipment purchased remains 
with the vendor until full payment has been made. 

5.Contributed Surplus 
Contributed surplus represents advances received from 
the Government of Canada for capital expenditures. 

6.Loss on Retirement of Assets 
As a result of the service cuts ordered by the Govern- 
ment of Canada effective November 15, 1981, certain 
surplus rolling stock was retired. The Corporation has 
obtained authorization from both the Canadian Trans- 
port Commission and the Government of Canada to 
treat the retirement as a transaction affecting current 
operations as opposed to a reduction of accumulated 
depreciation. The loss represents the undepreciated 
value of the assets retired net of salvage value. 


7.Pension Plan 


A condition precedent to the establishment of the 
Corporation was that those employees engaged by the 
Corporation previously employed by either Canadian 
National Rail Company or Canadian Pacific Limited 
would be fully protected insofar as their pension bene- 
fits accrued under the Pension Plans of their former em- 
ployers. During 1980, agreement was reached with the 
Railways and funds were transferred to the Corporation’s 
Pension Plan which was established from January 1S¢ 
1979. An actuarial valuation of the pension plan as at 
December 31, 1981 is presently in process. For 1981, 
contributions to the plan in respect of current service and 
anticipated unfunded liability in respect of past service 
amounted to $6 632 000(1980-$6 463 OOO). 


.Related Party Transactions 


VIA Rail Canada Inc., is a Crown Corporation with all of 
the issued shares owned by the Government of Canada. 

In the normal course of business, the Corporation con- 
tracted for services from other Crown Corporations 
which in 1981 amounted to $313 333 O00 
(1980-$281 763 OOO). 


9. Commitments 


10. 


11. 


12. 
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As at December 31, 1981, the Corporation has out- 
standing commitments for the purchase of fixed assets 
and infrastructure improvements amounting to 
approximately $5 500 OOO. 

Leases 

The Corporation has certain lease commitments for 
the rental of buildings, equipment and computer 
services with aggregate net rentals of approximately 
$7 800 000 per annum expiring at various dates to 
1989. 

Reclassification 

Certain restatements have been made to prior year’s 
figures for purposes of comparison. 

Comparative Figures 

The prior year’s figures were audited by another firm 
of Chartered Accountants. 


Auditors’ Report 


VIA Rail Canada Inc. 


To the Honourable 
The Minister of Transport 
Ottawa, Canada 


We have examined the statements of income 
and retained earnings and changes in financial 
position of VIA Rail Canada Inc. for the year end- 
ed December 31, 1981 and its balance sheet at 
that date. Our examination was made in accord- 
ance with generally accepted auditing stand- 
ards, and accordingly included such tests and 
other procedures as we considered necessary in 
the circumstances. 

In our opinion these financial statements are 
properly drawn up so as to give a true and fair 
view of the state of affairs of the Corporation as 
at December 31, 1981 and the results of its 
operations and the changes in its financial posi- 
tion for the year then ended in accordance with 
generally accepted accounting principles ap- 
plied on a basis consistent with that of the 
preceding year. 

We further report that, in our opinion, proper 
books of account have been kept by the Cor- 
poration, the financial statements are in agree- 
ment therewith and the transactions that have 
come under our notice have been within the 
powers of the Corporation. 


Chartered Accountants 
Montreal, Canada 
February 26, 1982 
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